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Executive summary

Al infrastructure can be economically healthy while still carrying a specific balance-sheet
risk: the productive value of compute hardware can fall faster than the liabilities used to
finance it.

The risk is not simply "Al demand collapses." A more plausible stress path is:

better compute price/performance
i

lower effective market price for older compute
i

weaker renewal economics and residual asset value
i

less valuable redeployment / collateral support
i

higher refinancing pressure
i

fixed debt + fixed lease obligations remain

This creates a maturity mismatch between fast-moving technology economics and slow-
moving infrastructure liabilities.

The thesis is a forward stress mechanism, not a claim that the sector is currently in
crisis. Current operating evidence remains strong: JLL reports near-full occupancy, heavy
pre-commitment of development capacity, rising rents and strong tenant demand. The risk
therefore sits in the interaction between technology refresh, contract renewal and
refinancing—not in present vacancy.
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CoreWeave is a useful public case because its disclosures make the mechanism unusually
visible. As of 30 June 2026, CoreWeave reported $35.6 billion of total indebtedness, $16.3
billion of operating lease liabilities, $46.7 billion of net property and equipment, and $103.7
billion of unsatisfied remaining performance obligations. Those figures show both sides of
the thesis: substantial fixed obligations, but also substantial contracted demand.

1. The core mechanism

Al infrastructure assets depreciate economically for two different reasons.

The first is ordinary accounting depreciation. The second is technology depreciation: a
newer accelerator, interconnect architecture, memory system or software stack can reduce
the market value of older capacity even while that older equipment remains operational.

If useful compute per dollar improves quickly enough, three effects follow:

1. Customers can demand more capability at the same price.

2. Older GPU capacity may need to be repriced to remain competitive.

3. Residual value and redeployment economics can weaken before debt or leases
expire.

The important asymmetry is that technology reprices continuously while debt and real-
estate obligations do not.

2. Why CoreWeave is a useful stress case

CoreWeave's Q2 2026 Form 10-Q shows a capital structure built to finance rapid
infrastructure expansion.

As of 30 June 2026, the company reported:

* $35.6 billion total indebtedness;

* $16.3 billion operating lease liabilities;

* $13.6 billion outstanding delayed-draw term loans;

* $16.6 billion aggregate principal amount of notes;

* $46.7 billion net property and equipment;

* $103.7 billion unsatisfied remaining performance obligations (RPO);
* $5.5 billion cash and cash equivalents;

* $10.0 billion undrawn facility availability.

The same filing states that CoreWeave continually cycles out older infrastructure and
replaces it with current technology, and warns that errors in useful-life assumptions or
inability to redeploy infrastructure beyond contracted life could materially affect the
business.

That is the exact balance-sheet junction this report is concerned with.
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The case is not one-sided. CoreWeave's RPO is large and long-dated: 41% was expected to
be recognized in the first 24 months, 39% in months 25-48 and the balance in months 49-
78. Long-term contracted cash flow can materially cushion technology repricing.

The correct interpretation is therefore:

High leverage does not create the trap by itself. The trap appears only if asset
economics and renewal pricing weaken faster than contracted cash flow, residual
value and refinancing capacity can absorb.

3. The five-link stress chain

3.1 Compute efficiency improves

Hardware, software and model efficiency tend to increase useful output per unit of money,
energy and rack space.

This is economically positive for users. For infrastructure owners, however, it raises the
hurdle rate for older capacity.

3.2 Market-clearing price for old capacity weakens

A buyer does not care what a GPU cost when it was financed. The buyer cares about the
current price of equivalent useful compute.

If new hardware produces materially more useful work per dollar, older capacity has to
compete by lowering price, finding lower-value workloads or extending useful life through
redeployment.

3.3 Contract renewal becomes the key event

Long-term contracts can delay repricing. They do not eliminate it.

The highest-risk moment is not necessarily during the original contract. It is when a
meaningful block of capacity comes up for renewal while the underlying hardware has
moved several generations down the price-performance curve.

The first observable warning signal is therefore renewal economics, not accounting
depreciation.

3.4 Collateral and residual value weaken

Many infrastructure financing structures are supported by contracted cash flows and
underlying assets.
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If older infrastructure becomes harder to redeploy or its resale value falls, lenders may
assign less value to the asset component of the security package. That does not
automatically create default, but it can increase required spread, reduce advance rates or
narrow refinancing options.

3.5 Long-duration liabilities remain

Debt service, lease payments, purchase commitments and power obligations do not reprice
downward just because compute does.

This creates the stress condition:

falling economic value of old compute
<

fixed contractual obligations

The more rapidly the left-hand side falls, the more dependent the operator becomes on
contracted revenue, high utilization and access to capital.

4. Why this is not a current "data center bubble"
claim

Current market evidence argues against a simple near-term overbuild thesis.

JLL's 2026 outlook estimates global data center capacity could rise from 103 GW in 2025 to
200 GW in 2030. It reports 97% global occupancy at the end of 2025 and 77% of
construction pre-committed. Its midyear North America report says vacancy remains near
1%, roughly 66 GW is under construction and 95% of the development pipeline is already
pre-committed.

McKinsey's July 2026 analysis similarly argues that the greater near-term US power risk
may be underbuilding, not overbuilding.

That is compatible with this report.

A sector can have strong physical demand while individual infrastructure owners still face
refinancing pressure if the economics of specific generations of compute deteriorate faster
than their liabilities.

The thesis is therefore about technology-liability mismatch, not empty buildings.

5. The dangerous window

The most important period is likely to occur when three conditions overlap:

1. a major installed GPU generation is no longer frontier;
2. a meaningful share of customer commitments must renew;
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3. debt, lease or equipment-financing obligations remain material.
The exact calendar varies by operator and financing structure.
For any company, the stress window should be estimated from:

» contract-expiry distribution;

* debt maturities;

* lease duration;

* equipment useful-life assumptions;
 timing of hardware refresh;

* secondary-market prices;

* prevailing cost of capital.

6. Leading indicators

The thesis should be monitored using observable market data rather than share-price
narratives.

Primary indicators

. GPU rental price by generation

. Used accelerator resale prices

. Renewal price per equivalent unit of useful compute

. Utilization of older GPU generations

. Ability to redeploy older hardware

. Debt refinancing spread and advance rate

. Asset-backed financing terms

. Lease obligations relative to contracted revenue

. Customer concentration

. RPO conversion versus cancellations, credits or delays
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Confirmation signal

The thesis becomes materially stronger if several operators simultaneously report:

* lower renewal pricing;

* accelerated asset write-downs or shorter useful lives;

* weaker residual values;

* rising financing costs;

* increasing reliance on new contracts to service old infrastructure obligations.

Falsification signal

The thesis weakens if:

* older capacity remains highly utilized at attractive margins;
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* renewal pricing remains stable after adjusting for useful compute delivered;

* hardware can be economically redeployed into inference or lower-tier workloads;
* financing costs fall despite rapid hardware turnover;

* long-term contracts consistently absorb the technology reset.

7. Investment interpretation

This is not a prediction that Al infrastructure demand collapses.
It is a statement about who captures the benefit of falling compute cost.

If end users capture most of the price-performance improvement while infrastructure
owners retain the financing burden, leverage becomes more dangerous.

If operators capture the gains through utilization, premium services, software, networking,
long-term commitments and rapid redeployment, the same technology curve can instead
expand margins and demand.

The decisive question is:

Does the operator own a durable stream of contracted useful compute, or merely a
depreciating generation of hardware financed with durable liabilities?

8. Conclusion

The Al infrastructure debt trap is a conditional mechanism:

technology reprices fast
liabilities reprice slowly
contracts sit between them

The current market does not yet show the physical symptoms of broad overcapacity.
Occupancy is high, pipelines are heavily pre-committed and demand forecasts remain
strong.

The risk appears later, at the intersection of renewal, residual value and refinancing.

That is where investors should look first.

Sources

* CoreWeave, Q2 2026 Form 10-Q, filed 12 August 2026: https://www.sec.gov/Archives/
edgar/data/1769628/000176962826000366/crwv-20260630.htm

* JLL, 2026 Global Data Center Market Outlook: https://www.jll.com/en-us/insights/
market-outlook/data-center-outlook

* JLL, North America Data Center Report Midyear 2026: https://www.jll.com/en-us/
insights/market-dynamics/north-america-data-centers
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* JLL, "Data center demand exceeds expectations in H1 2026," August 2026: https://
www.jll.com/en-us/newsroom/data-center-demand-exceeds-expectations-in-h1-2026

* McKinsey, "Powering Al: How real is the risk of overbuilding?", 31 July 2026: https://
www.mckinsey.com/industries/electric-power-and-natural-gas/our-insights/powering-
ai-how-real-is-the-risk-of-overbuilding

This report is research, not investment advice.
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